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cash from one class in the community to the private use and
enjoyment of the individual members of another class. With
the extension of the franchise after the First World War, it
became, at once, a question where these two new procedures
would end. They ended as we know in the establishment, by
1939? of that entirely new politico-economic system first known
as state capitalism and now more generally called the welfare
state. The structure of the welfare state was completed by the
Beveridge insurance proposals, which became law in 1945 and
1946, by the National Health Service Act of 1947, and by the
Butler Education Act, passed in 1944.

The essence of the welfare state, as conceived by its capitalist
inventors, was that the State preserved the free enterprise
system on conditions. The principal condition was that the
government guaranteed that the system should provide a divi-
dend to the community over and above what it had always
paid in wages, rent, interest, and profits. This dividend had,
by 1935, taken the form of a guarantee of work or maintenance
and a great social security system partly non-contributory and
at all points heavily subsidized. The plans of Mr. Churchill's
national government, implemented in part by that govern-
ment, in part by Mr. Churchill's 'caretaker' government, and
in part by Mr. Attlee's government, provided for the extension
of the social security scheme to all classes on a contributory
but still heavily subsidized scale, for the addition to that scheme
of a system of family allowances and other increased benefits,
for a free national health service, and for an extension of the long
established free education service to include secondary educa-
tion for all up to the age of fifteen and more generous provision
for free higher and university education.

The welfare state necessitated from the first a completely
new approach to the problem of taxation. Taxation used to
provide communally for those services (such as defence, public
health, police, justice, street lighting, drainage, sanitation, and
so forth) which by their nature could not be provided by the
individual citizens for themselves. By 1939 taxation had
become, first and foremast, the machinery which takes away
from the normal recipients, the wage and salary earners, the
holders of mortgages or debentures, tjie owners of real estate,